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ENERGY CONSERVATION AND ECONOMIC GROWTH
CHARLES HITCH, Ed.
Boulder: Westview Press. 1978.
Energy Conservation and Economic Growth outlines many misunderstandings about conservation and clears up a few. The major
disagreement in the energy debate is, as editor Hitch suggests, how
much conservation is profitable-how big are the elasticities? Writers
Gibbons, Darmstadter, and Sant present a clear view of conservation; use less expensive resources in place of energy, change habits
where the perceived costs are less than the monetary benefits. Manne
likes to see conservation measured as an elasticity of demand, or
substitution, meaning an economic definition consistent with those
advanced by the others. While Darmstadter gives few specifics, both
Sant and Gibbons report on major energy conservation studies which
predict how much capital, i.e., insulation, heat recovery equipment,
or auto efficiency, can be invested economically for a given energy
price.
Manne's pessimism rests upon the fact that post embargo crude oil
prices and energy consumed imply a much smaller elasticity (conservation potential) than often suggested, but admits that little of the
effect of conservation could show up in the few years since the
embargo. A reconciliation of Manne with the optimism of Gibbons,
Sant, Darmstadter, and perhaps Hayes, might be made through more
careful modeling efforts, as author Rostow suggests indirectly.
Unfortunately, Starr's contribution invokes a gross misuse of
energy-GNP fiction to arrive at a "planning target" energy demand of
150 quads for the United States in the year 2000. Gross not only
because few important models of energy demand show such high
demands, but because Starr's manipulation of the energy-GNP ratio
ignores prices, details of the structure of demand, and conservation.
Starr's energy-GNP game stands alone in a volume where others are
concerned with more accurate readings of the past, present, and
future.
Rostow's discussion of investment and regional impacts of the
energy crisis bestows upon conservation its long deserved symmetry
with supply, totaling investments for conservation alongside of what
we could, or should, spend for oil, gas, and new sources such as solar
and shale. Rostow also suggests that the crisis is very much one of
price-at some unknown higher price, there will be enough energy
available. But conservation, as seen by Gibbons and Sant, responds to
this higher price, too. My own reading of Rostow, then, finds his
thinking consistent with that of the conservation advocates.
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On one point, however, Rostow is misleading or misled. He suggests (p. 111) that "energy conservation is capital intensive." Gibbons and Sant suggest that more energy is saved per unit of capital
investment than is produced by investments in supplies. Rostow may
not mean "capital intensive;" has he failed to look carefully at typical conservation calculations? If a casual reader reports what Rostow
says, Manne's pessimism will heighten. Such misunderstandings are
common today.
At the same time, much credit is due Rostow for elucidating how
capital and employment might be affected regionally by massive
energy investments. He points out that other natural resources crises
in the past have led to economic responses that tended to succeed in
heading off "limits to growth." Moreover, he acknowledges the reality of related crises in water, land, pollution control, and so forth.
One other point made continually by Rostow (and Manne) reinforces my opening remarks about misunderstanding. Both acknowledge the limitations of economic models, both argue for more
information and data. Gibbons and Sant present evidence for a wide
potential for conservation that, couched in the equations with which
Manne or Rostow might be more familiar, could go a long way
toward assuring the doubters-perhaps even Starr-that there is
indeed an enormous potential for energy conservation, defined primarily by energy prices but also by new technology and energy
policies.
Lest the reader complain that a pro-conservation bias in this review is annoying, I suggest that one is not "pro" or "anti" conservation. There are legitimate disagreements as to how much, how soon,
or in other words, how much energy do we need at a price. Starr's
model, lacking detail and price, is unable to answer that question.
But a careful attempt to look at Manne's theoretical framework,
using information from the other papers in this book and elsewhere,
could answer many important questions about energy's role in our
lives and our economy. Indeed, readers can take heart that this little
volume of papers prepared in the fall of 1977 will be useful even into
the 1980 presidential campaign, and the energy debate that will
ensue, and far beyond.
LEE SCHIPPER
Lawrence Berkeley Laboratory
The University of California

